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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHMOND, FEBRUARY 19, 2002
APPLI CATI ON OF
VI RG NI A- AMERI CAN WATER COVPANY CASE NO. PUE010312

For a general increase in rates

FI NAL ORDER

On May 30, 2001, Virginia-American Water Conpany
("Virginia-Anerican” or "Conpany") conpleted its application for
an expedited increase in rates. Those rates, due to becone
effective June 28, 2001, were designed to increase annua
operating revenues by $997,436. The Conpany proposed that the
i ncrease be allocated anong its three operating districts as
follows: $181,430 for the Alexandria District; $816,006 for the
Hopewel | District; and $0 for the Prince WlliamDi strict.

In addition to the rate increase, the Conpany proposed to
revise Rule 14 in its tariff. Such revision would require the
owner of property with two or nore famly units to be
responsi ble for water service furnished to that prem se until
t he Conpany was notified to discontinue such service.

On June 7, 2001, the Staff of the State Corporation
Conmi ssion ("Staff") filed a notion requesting that the
Conpany' s application be docketed as an application for a

general rate increase. Inits Mtion, Staff stated that the


http://www.state.va.us/scc/contact.htm#General

Conpany' s application did not conformto the requirenents
establ i shed by the Conmi ssion's Rules Governing Uility Rate

| ncrease Applications and Annual Informational Filing, 20 VAC 5-
200-30. Staff argued that the Conpany had experienced a
"substantial change in circunstances” since its |last rate case.
In its application, the Conpany did not include schedul es for
non- pot abl e water service to industrial custoners that had been
approved in the Conpany's |ast rate case. Staff noted that the
Conpany appeared to be reallocating costs previously all ocated
to the approved non-potable classes to ot her custonmer classes.

On June 13, 2001, the Conpany filed a response to Staff's
notion wherein it stated that it did not believe the change from
t he approved non-potabl e service to other custoners cl asses
woul d require that its application be converted into a genera
rate case. The Conpany, however, stated that it woul d not oppose
converting the case into a general rate case on the condition
that its rates be allowed to go into effect inmmediately
follow ng notice to the public.

On June 20, 2001, the Conm ssion entered an order docketing
the Conpany's application as a general rate case; requiring the
Conmpany to provide notice to the public of its application;
suspendi ng the Conpany's proposed rates, charges, and tariff
revisions for thirty days; and permtting the rates to go into

effect on an interimbasis effective July 20, 2001, subject to



refund with interest. That Order also assigned the matter to a
Heari ng Exam ner.

Pursuant to the June 20, 2001, Order, the Gty of Hopewell
(the "Gity") and the Hopewel|l Conmttee for Fair Water Rates
("Committee")! filed notices of participation in the proceeding.

A hearing was convened as schedul ed on Novenber 14, 2001.
The Conpany's proof of notice was accepted into the record. No
public wtness appeared. At the hearing, the Hearing Exam ner
granted Staff's notion to continue the evidentiary hearing to
Novenber 28, 2001, to allow the parties additional tine to
continue to resolve the outstanding issues in the case.

Pursuant to Hearing Examiner's Ruling entered on Novenber
21, 2001, the evidentiary hearing schedul ed for Novenber 28,
2001, was continued generally, and the parties were provided
wi th an additional opportunity to supplenent their prefiled
t esti nony.

Subsequently, by Hearing Examiner's Ruling entered on
Novenber 26, 2001, the evidentiary hearing was further continued
to Decenber 19, 2001

At the evidentiary hearing convened on Decenber 19, 2001,

Virginia-Amrerican, the Comm ssion Staff, and the Committee

1 The nenbers of the Hopewell Conmittee for Fair Water Rates are as follows:
Congentrix, Goldschmi dt Chem cal Conpany, Hercul es |Incorporated, Honeywell,
Hopewel | Cogeneration Facility, Janes River Cogeneration, PraxAir, Inc., and
Smur fit-Stone Container.



of fered for Comm ssion consideration a Stipulation that resol ved
or deferred until the Conpany's next rate case the outstanding
issues in the case. That Stipulation was accepted into the
record and is attached hereto as Attachnment A Pursuant to the
Stipulation, the parties' and Staff's testinonies were nmarked
and accepted into the record w thout cross-exam nation.

The Stipul ation addresses revenue changes for the Hopewel |
District, allocation of the revenue change anong the industrial
and donestic classes in the Hopewell Operating District, the
refund in the Al exandria and Hopewel| Operating Districts, and
the deferral of certain costs associated with the physical
security of the Conpany's water facilities in the Hopewel |
Operating District. The Stipulation also addresses the return on
equity benchmark that will be used for determ ning overearnings
and potential regulatory asset wite-offs for certain future
earnings tests, and the cost of service study for potable and
non- pot abl e service that the Conpany will file in its next rate
case.

The Conpany and Staff agreed to adopt specific accounting
adj ust ments proposed by Staff, subject to certain nodifications.
Al though the City and the Conmttee did not adopt those
adj ustnents, they did not oppose them

On January 23, 2002, Hearing Exam ner M chael D. Thomas

filed his Report. The Hearing Exam ner found that an annual



i ncrease of $674,000 for the Hopewell District was reasonable
and shoul d be approved. The Hearing Exam ner al so found that
the stipulated allocation of the revenue increase anong the
Company's industrial tariffed class and its donestic tariffed
class and the resulting water rates for those classes was not
unj ust, unreasonable, insufficient, or unjustly discrimnatory
or preferential, or otherwise in violation of the |laws of the
Commonweal th of Virginia. The Hearing Exam ner recommended t hat
t he Comm ssion enter an order adopting the findings of his
Report and approving the proposed revenue increase, rates,
refunds, and proposals and recommendations set forth in the
Stipul ati on. The Exam ner noted that the proposed revision to
Rule 14 in the Conpany's tariff was not addressed in the
Stipul ation.

By letter filed on January 31, 2002, counsel for the
Conpany urged the Conm ssion to adopt the Hearing Exam ner's
Report and stated that the Conpany no |onger requested revisions
to Rule 14 in this proceeding.

NOW THE COW SSI ON, having consi dered the record, the
Stipulation, and the Hearing Exam ner's Report, is of the
opinion and finds that the Hearing Exam ner's findings and
recommendati ons shoul d be approved. W will approve the
proposed revenue increase, rates, refunds, and proposals set

forth in the Stipulation and Attachnent A attached hereto.



Accordingly, IT IS ORDERED THAT:

(1) The findings and recommendations set forth in the
January 23, 2002, Hearing Exam ner's Report are hereby adopted.

(2) The Stipulation referenced herein and Attachnment A
attached hereto are hereby approved.

(3) On or before March 1, 2002, Virginia-Anerican shal
submt to the Commi ssion's Division of Energy Regul ation
appropriate tariff schedules, rates, and charges, rules and
regul ati on designed to produce an increase in gross annual
revenues of $674,000 for the Hopewell Operating District,
effective for service rendered on and after July 20, 2001.

(4) On or before August 31, 2002, Virginia-Anerican shal
recal cul ate, using the rates and charges prescribed by ordering
paragraph (3) of this Final Oder, each bill it rendered that
used, in whole or in part, the rates and charges that took
ef fect under bond and subject to refund on July 20, 2001. In
each instance where application of the rates prescribed by this
Final Order results in a reduced bill to the custoners in the
Al exandri a and Hopewel| Operating Districts, Virginia-American
shall refund with interest the difference.

(5) Interest upon the ordered refunds shall be conputed
fromthe date paynents of nonthly bills were due to the date the
refunds are nade, at the average prinme rate for each cal endar

quarter, conpounded quarterly. The average prine rate for each



cal endar quarter shall be the arithnetic nmean, to the nearest
one- hundredth of one percent, of the prine rate val ues published
in the Federal Reserve Bulletin or in the Federal Reserve's
Selected Interest Rates (Statistical Release H 15) for the three
mont hs of the preceding cal endar quarter.

(6) The refunds ordered in above-referenced ordering
paragraph (4) may be credited to current customers' accounts
(each refund category shall be shown separately on each
custoner's bill). Refunds to fornmer custoners shall be nade by
check mailed to the | ast known address of such customers when
the refund anount is $1 or nore. Virginia-Anerican may offset
the credit or refund to the extent no dispute exists regarding
t he out standi ng bal ance of a current or fornmer custoner. Notice
of the offset shall be given to the customer. No offset shal
be permtted for the disputed portion of an outstandi ng bal ance.
Virginia-Anerican may retain refunds owed to former custoners
when such refund anobunt is less than $1. Virgini a-Anerican
shall maintain a record of former custonmers for which the refund
is less than $1, and such refunds shall be nade pronptly upon
request. All unclained refunds shall be subject to 8§ 55-210.6:2
of the Code of Virginia.

(7) On or before Septenber 30, 2002, Virginia-Anerican
shall submt to the Comm ssion's Divisions of Public Uility

Accounting and Energy Regul ation a report show ng refunds made



pursuant to this Final Order and detailing the costs of the
refund and accounts charged. Costs shall include, inter alia,
conput er costs, and the personnel hours, associated sal ari es,
and costs for verifying and correcting the refunds directed in
this Final Oder.

(8) This case is hereby dism ssed fromthe Comm ssion's

docket of active cases.



